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RULES  AND  REGULATIONS 


Title  24 — Housing  and  Urban  Development 

CHAPTER  VIII— LOW-INCOME  HOUSING, 
DEPARTMENT  OF  HOUSING  AND  UR¬ 
BAN  DEVELOPMENT 

[Etocket  Nos.  R-77-380  and  R-77-3871 

PART  880— SECTION  8  HOUSING  ASSIST¬ 
ANCE  PAYMENTS  PROGRAM — NEW 
CONSTRUCTION 

PART  881— SECTION  8  HOUSING  ASSIST¬ 
ANCE  PAYMENTS  PROGRAM— SUB¬ 
STANTIAL  REHABILITATION 

Increase  in  Maximum  Allowable  Term  for 
Certain  Contracts 

AGENCY :  Office  of  the  Assistant  Secre¬ 
tary  for  Housing-Federal  Housing  Com¬ 
missioner.  Department  of  Housing  and 
Urban  Development  <  HUD » . 

ACTION:  Final  rule. 

SUMMARY:  Section  101(c)  of  the  Sup¬ 
plemental  Housing  Authorization  Act  of 
1977,  amended  section  8(e)(1)  of  the 
UJ3.  Housing  Act  of  1937  to  permit  HUD 
to  enter  into  contracts  for  assistance 
payments  under  the  Section  8  program 
for  terms  of  “three  hundred  and  sixty 
months,  except  that  such  term  may  not 
exceed  two  hundred  and  forty  months  in 
the  case  of  a  project  financed  with 
assistance  of  a  loan  made  by,  or  insured, 
guaranteed  or  intended  for  purchase  by, 
the  Federal  Government,  other  than 
pursuant  to  Section  244  of  the  National 
Housing  Act.” 

This  amendment  increases  the  maxi¬ 
mum  term  permitted  for  Housing  Assist¬ 
ance  Payments  Contracts  and  Annual 
Contributions  Contracts  from  20  years 
to  30  years  for  conventionally  financed 
projects.  The  amendment  did  not  change 
the  maximum  40  year  term  available  for 
projects  owned  by,  or  financed  by  a  loan 
or  loan  guarantee  from,  a  State  or  local 
agency. 

The  Section  8  New  Construction  and 
Substantial  Rehabilitation  Program 
Regulations  are  being  amended  to  re¬ 
flect  this  statutory  change.  In  addition, 
several  technical  changes  are  being  made 
to  clarify  the  regulations  and  assure  uni¬ 
form  Interpretation  between  the  regu¬ 
lations  and  the  contract  document 
forms  on  this  subject.  Since  these 
amendments  are  based  on  a  statutory 
amendment  or  are  only  technical  clari¬ 
fications,  they  are  being  made  effective 
on  publication. 

EFFECTIVE  DATE:  August  22,  1977. 

FOR  FURTHER  INFORMATION  CON¬ 
TACT: 

April  D.  LeClair,  Section  8  and  Leased 
Housing  Division,  Office  of  Assisted 
Housing  Development,  Department  of 
Housing  and  Urban  Development,  451 
7th  Street,  SW.,  Washington,  D.C. 
20410,  202-755-5380. 

SUPPLEMENTARY  INFORMATION: 
The  Department  has  given  serious  con¬ 
sideration  to  the  issue  of  the  effective 
date  of  implementation  of  the  provision 
for  a  30-year  term.  The  Department  has 
determined  to  make  the  amendments  ef¬ 
fective  on  publication  for  projects  for 


which  a  commitment  for  permanent  fi¬ 
nancing  w£us  not  secured  before  April  30, 
1977,  which  is  the  date  the  Supplemental 
Housing  Authorization  Act  of  1977  be¬ 
came  law.  The  purpose  of  the  amend¬ 
ment  permitting  a  30-year  term  for  con¬ 
ventional  financing  is  to  encourage  this 
type  of  financing.  Projects  for  which  fi¬ 
nancing  was  secured  prior  to  the  effec¬ 
tive  date  of  the  Act  were  able  to  obtain 
financing  without  the  30 -year  term  pro¬ 
visions,  and  there  is  no  need  to  make  the 
provision  applicable  to  them. 

A  Finding  of  Inapplicability  respect¬ 
ing  the  National  Environmental  Policy 
Act  of  1969  has  been  made  in  accordance 
with  HUD  procedures.  A  copy  of  this 
Finding  of  Inapplicability  will  be  avail¬ 
able  for  public  inspection  during  regular 
business  hours  at  the  Office  of  the  Rules 
Docket  Clerk,  Office  of  the  Secretary, 
Room  5218,  Etepartment  of  Housing  and 
Urban  Development,  451  7th  Street,  SW,. 
Washington,  D.C.  20410. 

It  is  hereby  certified  that  the  economic 
and  inflationary  impacts  of  this  regula¬ 
tion  have  been  carefully  evaluated  in  ac¬ 
cordance  with  Executive  Order  11821. 

Accordingly,  24  CFR,  Parts  880  and 
88 1  are  revised  as  follows : 

1.  Paragraph  (a)  of  Section  880.109  is 
revised,  a  new  paragraph  (b)  is  added 
and  paragraphs  (b),  (c),  and  (d)  are 
redesignated  (c),  (d),  and  (e),  respec¬ 
tively,  and  are  reprinted  in  their  en¬ 
tirety  as  follows: 

§  880.109  Term  of  lioii>ing  Hs»Liaiirc 
payments  contract. 

(a)  The  Contract  may  be  for  an  initial 
term  of  not  more  than  five  years,  for 
any  dwelling  unit,  renewable  at  the  sole 
option  of  the  Owner,  for  additional  terms 
of  not  more  than  five  years  each,  pro¬ 
vided  that  the  total  Contract  term  for 
any  dwelling  tuiit,  including  all  renew¬ 
als,  shall  not  exceed  20  years,  where  a 
conditional  or  imccmditional  commit¬ 
ment  for  permanent  financing  was  se¬ 
cured  by  the  Owner  prior  to  April  30, 
1977,  or  30  years,  where  a  conditional 
or  unconditional  commitment  for  per¬ 
manent  financing,  based  on  a  term  of 
more  than  20  but  no  more  than  30  years, 
was  secured  on  or  after  April  30,  1977, 
except  as  otherudse  provided  in  this 
section. 

(b)  In  the  case  of  a  Contract  under 
which  housing  assistance  payments  are 
made  with  respect  to  a  project  not  cov¬ 
ered  by  paragraph  (c)  of  this  section 
which  is  financed  with  the  assistance  of 
a  loan  made  by,  or  insured,  guaranteed 
or  intended  for  purchase  by,  the  Federal 
Government,  other  than  pursuant  to 
Section  244  of  the  National  Housing  Act, 
the  total  Contract  term,  including  all 
renewals,  shall  not  exceed  20  years  for 
any  dwelling  unit. 

(c)  In  the  case  of  a  Contract  under 
which  housing  assistance  payments  are 
made  with  respect  to  a  project  owned 
by,  or  financed  by  a  loan  or  loan  guar¬ 
antee  from,  a  State  or  local  agency,  the 
total  Contract  term  may  be  equal  to  the 
term  of  such  financing  but  may  not  ex¬ 
ceed  40  years  for  any  dwelling  unit. 


(d)  In  the  case  of  mobile  homes,  the 
Initial  Ocxitract  term  for  any  mobile 
home  shall  be  for  not  more  than  five 
years,  subject  to  renewal  for  additional 
terms  of  not  more  than  five  years  each, 
as  may  be  mutually  agreed  upon  by  the 
Owner  and  HUD  or,  in  the  case  of  a 
Private-Owner/PHA  Project,  by  the 
Owmer  and  the  PHA  with  the  approval 
of  HUD;  provided,  that  the  total  Con¬ 
tract  term  for  any  mobile  home  shall  not 
exceed  20  years.  For  the  purposes  of  this 
paragraph  (d) ,  the  term  “mobile  home” 
means  the  original  mobile  home  and  any 
replacement(s),  combined.  In  the  case 
of  any  project  mider  this  paragraph  (d) , 
notwithstanding  the  maximum  total  al¬ 
lowable  term  per  unit  stated  therein,  a 
shorter  term  shall  be  determined  by 
HUD  where  appropriate,  taking  into  ac- 
coimt  the  amount  of  the  capital  ex¬ 
penditures  reasonably  required  for  the 
project,  the  reasonable  period  and  rate 
of  amortization  for  the  financing,  and 
the  approved  rents  to  the  Owrner. 

(e)  If  tlie  project  is  completed  in 
stages,  the  dates  for  the  initial  and  the 
renewal  terms  shall  be  separately  re¬ 
lated  to  the  units  in  each  stage;  pro¬ 
vided,  however,  that  the  total  Contract 
term  for  the  tinits  in  all  the  stages,  be¬ 
ginning  with  the  effective  date  of  the 
Contract  with  respect  to  the  first  stage, 
may  not  exceed'  the  overall  maximum 
term  allowable  for  any  one  unit,  plus 
two  years. 

2.  §  881.109  (a)  and  (b)  are  revised 
and  (c)  is  reprinted  so  as  to  read  in  its 
entirety  as  follows : 

§  881.109  Term  of  lionising  .4ssi»lanrc 
Faynionts  Contract. 

(a)  'Where  the  estimated  cost  of  the 
rehabilitation  is  less  than  25  percent  of 
the  estimated  value  of  the  project  after 
completion  of  the  rehabilitation,  the 
Contract  may  be  for  an  initial  term  of 
not  more  than  five  years  for  any  dwell¬ 
ing  unit,  r«iew?able  at  the  sole  option  of 
the  Owner,  for  one  or  more  additional 
terms  of  not  more  than  five  years  each ; 
provided,  however,  that  the  total  Con¬ 
tract  term.  Including  all  renewals,  shall 
not  exceed  10  years  for  any  dwelling 
imit. 

(b)  Where  the  estimated  cost  of  the 
rehabilitation  is  25  percent  or  more  of 
the  estimated  value  of  the  project  after 
completion  of  the  rehabilitation,  the 
Contract  may  be  for  an  initial  term  of 
not  more  than  five  years  for  any  dwell¬ 
ing  unit,  renewable  at  the  sole  option  of 
the  Owner,  for  additional  terms  of  not 
more  than  five  years  each,  for  a  total 
Contract  term,  including  all  renewals, 
w’hich : 

(1)  Will  cover  the  longest  term  of  a 
single  credit  instrument  covering:  (i) 
The  cost  of  rehabilitation:  or 

(ii)  The  existing  indebtedness;  or 

(iii)  The  cost  of  rehabilitation  and 
the  refinancing  of  the  existing  indebted¬ 
ness:  or 

(iv)  The  cost  of  rehabilitation  and  the 
acquisition  of  the  property;  and 

(2)  Will  not  exceed,  for  any  dwelling 
unit:  (i)  20  years,  vrtiere  a  conditional 
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or  unconditional  commitment  for  per¬ 
manent  financing  was  secured  before 
April  30.  1977,  except  as  otherwise  pro¬ 
vided  in  paragraph  (b)  (2)  (Iv)  of  this 
section;  or 

(ii)  20  years  where  the  project  is  not 
covered  by  paragraph  (b)  (2)  (Iv)  of  this 
section  and  Is  financed  with  the  assist¬ 
ance  of  a  loan  made  by,  or  insured,  guar¬ 
anteed  or  intended  for  purchase  by,  the 
Federal  Government  other  than  pur¬ 
suant  to  Section  244  of  the  National 
Housing  Act;  or 

(iii)  30  years,  where  a  conditional  or 
unconditional  commitment  for  perma¬ 


nent  financing  based  on  a  term  of  more 
than  20  but  no  more  than  30  yean 
was  secured  on  or  afta:  April  30,  1977. 
except  as  provided  in  paragraph  (b)  (2) 
(ii)  or  (iv)  of  this  section;  or 
(Iv)  40  years,  where  the  project  is 
owned  by,  or  financed  by  a  loan  oe  loan 
gxiarantee  from,  a  State  or  local  agency. 

(c)  If  the  project  is  completed  in 
stages,  the  dates  for  the  initial  and  the 
renewal  terms  shall  be  separately  related 
to  the  units  in  each  stage;  provided, 
however,  that  the  total  Contract  term 


for  the  units  in  all  stages,  beginning  with 
the  effective  date  of  the  CH>ntract  with 
respect  to  the  first  stage,  may  not  exceed 
the  overall  maximum  term  allowable  fc^ 
any  cme  unit,  plus  two  years. 

(Sea  7(0).  Department  of  HUD  Act  (43 
UJ3.0.  3535(d)).) 

Issued  at  Washington,  D.C.,  August  12, 
1977. 

Lawrence  R  Simons. 

Assistant  Secretary  for  Housing, 
Federal  Housing  Commissioner. 
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